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THE PRESIDENT'S 
REPORT 
LOBLAE 

SHAREHOLDERS 


It has often been said that the second year of any 
Significant change is usually more difficult than the 
first and in this context Cockfield Brown had a most 
satisfactory second year as a public company. 

Our gross billings at $34,500,000 were the highest 
on record, which was a major achievement ina 
difficult year for advertising generally and an indication 
of our ability to develop substantial new business. 
However, our costs of handling this increased 
volume continued to rise and the result was that our 
earnings were $346,400 compared to $361,100 
for 1970. This amounted to 58¢ per share compared 
10.6276 in 1970) 

Dividends paid in 1971 amounted to 57%¢ per 
share, including an extra of 7/4¢ over our regular 50¢ 
per share payment. 

During the year we made good progress in some 
important areas. The main resource of an advertising 
agency is talent, and in particular the talent that plans 
and creates the advertising which Is our “product”. 
The best talent is scarce, and there is keen compe- 
tition for it in the business. So the investment we 
made in senior people in 1971 should have a big effect 
on our competitive strength in the next few years. 

Another factor, which has been very important In 
the growth of Cockfield Brown, has been the evolution 
of several of our longtime clients into major adver- 
tisers, a reflection of their own growth. We acquired 
several new accounts during 1971 which also appear 
to have this good potential for growth and we look 
forward to steadily increasing business from them. 


Looking ahead 


Cockfield Brown has an enviable record of stability 
and progress dating back to 1913. The Company has 
consistently shown better than average return on 
investment during these 58 years. In the present 
climate of accelerated change everywhere and the 
particular atmosphere In Canada, it is reasonable to 
ask whether this steady growth of Cockfield Brown 
can be expected to continue. 

We think that it can. We believe that the commu- 
nications skills we have developed will be in even 
greater demand in the years ahead. Both in the short 
run and in the longer view, we think that the 


innovative spirit that has brought the Company this far 
will continue to serve it equally well. 

Immediately before us are what may become known 
as the ‘‘socially-conscious seventies’. Already an 
obvious trend is bringing many hitherto accepted 
practices and attitudes throughout business into 
question. There is a growing feeling that public welfare 
and the interests of the consumer come before profits. 

Advertising, by its very nature, is being subjected to 
its fair share — maybe more than its fair share — 
of criticism in this regard. There is pressure from 
consumer groups, government departments, various 
regulatory bodies, and above all, from the younger 
generation in general. 

For our part we welcome, as we always have, 
initiatives which will help maintain high ethical 
standards In advertising. We believe that to place 
emphasis on the true good of the consumer can 
indeed bring ever greater prosperity to business. We 
are sensitive to a change in this direction in marketing 
and advertising plans now being developed ; 
and our own outlook reflects the new conditions. 

To look beyond the seventies at today’s dizzying 
pace of change has become a science in itself. No 
matter what conditions may be, however, it Is likely 
that communications will be of ever greater 
importance. It is our aim to take advantage of 
every technological advance in our field, and to 
combine with it the essential human touch that 
does not change. 

One thing seems certain : the various factors which 
may be expected to increase In importance in the 
future — consumer wariness, government activity, 
rising consumer expectations — are unlikely to make 
selling easier. There will be more and more stress on 
competitive capability, throughout industry. We plan 
to offer the effective advertising service called for in 
such a situation. 
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COCKFIELD, BROWN & COMPANY LIMITED 


(Incorporated under the Canada Corporations Act) 


Balance Sheet 


as at December 31, 1971 
(with comparative figures as at December 31, 1970) 


Assets 
1971 1970 
Current 
Cash and short-term deposits $ 588,500 $ 7,098,500 
Accounts receivable 3,209,700 2,590,300 
Expenditures billable to clients 562,600 707,300 
4,360,800 4,396,100 
Fixed 
Furniture and fixtures (Note 7) . 485,000 450,700 
Less: Accumulated depreciation. 317,900 276,000 
167,100 174,700 
Leasehold improvements, at cost less amortization 39,500 43,700 
206,600 218,400 
$ 4,567,400 $ 4,674,500 
Liabilities 
1974 1970 
Current 
Accounts payable and accrued liabilities $ 3,185,000 <s$ 2,949,100 
Income taxes payable. — 286,400 
3,185,000 3,235,500 
Shareholders’ Equity 
Capital stock 
Common shares without nominal or par value 
Authorized — 2,000,000 shares (Note 2) 
Issued — 596,500 shares . 382,600 382,600 
Retained earnings . 999,800 996,400 
1,382,400 7,379,000 
$ 4,567,400 ¢$ 4,674,500 


McRobie, Director 


On behalf of the Board: (Signed) D. R. 
( Ne/uGe Smyth, C.A. Director 


Signed 


COCKFIELD, BROWN & COMPANY LIMITED 


Statement of Earnings 


For the Year Ended December 31,1971 
(with comparative figures for 1970) 


Add 


1971 1970 
Gross billings (Note 3) $34,500,000 $33,900,000 
Commissions and service fees earned $ 5,046,100 $s 4,977,000 
Expenses 
Salaries (Note 4) . 3,266,700 3,124,900 
Pension contributions. 124,900 722,800 
Depreciation . 48,500 57,900 
Rent, light and taxes . 388,500 396,700 
Other . 531,700 520,600 
4,360,300 4,222,900 
Earnings before income taxes 685,800 748,100 
Provision for income taxes 339,400 387,000 
Net earnings for the year . $ 346.400 $s 367,100 
Earnings per share . $ 0.535 as 0.62 
Statement of Retained Earnings 
For the Year Ended December 31,1971 
(with comparative figures for 1970) 1971 1970 
Retained earnings — January 1. $ 996,400 $ 974,200 
Net earnings for the year 346,400 367,100 
1,342,800 1,275,300 
Deduct 
Dividends paid on common shares 343,000 278,900 
Retained earnings — December 31 


$ 999,800 


$996,400 


COCKFIELD, BROWN & COMPANY LIMITED 


Statement of Source and Application of Funds 


For the Year Ended December 31, 1971 
(with comparative figures for 1970) 


Source of Funds 1971 1970 
Operations 
Net earnings for the year ; $ 346,400 $ 367,700 
Add: Charge not requiring an outlay © Sf ae 
Depreciation : : 48,500 57,900 
394,900 419,000 
Issue and sale of common shares — ZO7e00 
Repayment of loans to employees . — 136,200 
$ “394,900 “8 822,300 
Application of Funds 
Purchase of furniture and fixtures : : te $ 36, /00 me 28,400 
Payment for cancellation of management Se ee GRR tae = 700 
Payment of dividends on common shares 343,000 278,900 
Increase in working capital 15,200 514,900 
= 394500 § 622,300 


Auditors’ Report 


The Shareholders, 
Cockfield, Brown & Company Limited. 


We have examined the balance sheet of Cockfield, Brown & 
Company Limited as at December 31, 1971 and the state- 
ments of earnings, retained earnings and source and applica- 
tion of funds for the year then ended. Our examination in- 
cluded a general review of the accounting procedures and 


Montreal, Que. 
January 24,1972. 


such tests of accounting records and other supporting evi- 
dence as we considered necessary in the circumstances. 


In our opinion these financial statements present fairly the 
financial position of the Company as at December 31, 1971 
and the results of its operations and the source and applica- 
tion of its funds for the year then ended, in accordance with 
generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Touche Ross & Co. 
Chartered Accountants. 


COCKFIELD, BROWN & COMPANY LIMITED 


Notes to Financial Statements 
December 31, 1971 


Note 7. Fixed Assets 


Furniture and fixtures are stated at appraised 
values as at January 1, 1966 plus additions 
during subsequent years at cost. 


Note 2. Stock Option Plan 


Under the Company's Employee Stock Option 
Plan adopted on January 20, 1970, the Board of 
Directors authorized the granting of options 
to purchase up to a total of 30,000 common 
shares to employees (including Officers and 
Directors) of the Company. The option price 
under the Plan shali not be less than 90% of 
the quoted market price on the date of grant. 
Options may extend for such periods, not 
exceeding five years from the date of grant, as 
may be determined by the Board but only so 
long as the optionee remains an employee of the 
Company ora subsidiary. Options are irrevocable 
and not transferable. No options have been 
granted to date. 


Note 3. Gross Billings 
Gross billings include service fees capitalized in 


accordance with industry practice by multiply- 
ing the service fees by 6 2/3 (commissions and 
service fees generally represent 15% of gross 
billings). 


Note 4. Remuneration and Number of Directors and 
Officers 


The aggregate remuneration paid by the Com- 
pany to its Directors and Officers and the 
number thereof for 1971 were as follows: 


Number Remuneration 
To Directors 14 $ 13,500 
(all directors were 
also officers of the 
Company) 
To Officers 26 $633,700 


Note 5. Long Term Leases 


Annual rentals payable under long term leases 
in effect are $310,000 in 1972, $255,000 in 
1973, $215,000 In 1974, $210,000 in 1975 
and $210,000 in 1976. 


COCKFIELD, BROWN & COMPANY LIMITED 
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Halt-yearly Report 
to Shareholders: 
June 30, 1971 


COCKFIELD, BROWN & COMPANY 
LIMITED | 


COCKFIELD, BROWN & COMPAGNIE 
LIMITEE 


Rapport semi-annuel 


aux actionnaires 
30 juin 1971 


{ 
} 


Operations for the first six months of 197.1 
have produced satisfactory results and the 
indications are that the record billings and 
earnings levels reached last year will be 
maintained through 1971. - 


Unaudited billings for the six months which 
ended June 30, 1971, amounted to 
$17,600,000 compared with $18,000,000 
for the corresponding period in 1970; 
revenue was $2,564,200 compared with 
$2,634,100 and net earnings. were $191,500 
or 32. cents per share compared with 
$244,600 and 41 cents per share. 


Quarterly dividends of 12% cents per common 
share were paid on March 31 and June 30 


~ and we expect to maintain this quarterly rate 


for the balance of the year. An innovation 
this year was the payment of an extra 
dividend of 7% cents per share paid on 
March 31. 


The general conditions referred to in our 
annual report for 1970 continued through 
the first half of 1971. The effect of the 
inflationary pressures On Our net earnings 
was modified by the very strict control which 
we exercised over costs. 


The economy would now appear to be on 
the upswing and the outlook for Cockfield. 


Brown’s continued progress seems very 


good, The combination of a diversified client 
list, increasingly talented staff and strong 
financial resources offers the potential for 

an excellent future. 


PRESIDENT 


COCKFIELD, BROWN & COMPANY LIMITED reer Naas ( 


Unaudited Statement of Earnings Etat des bénéfices non vérifié 


Six month period ended June 30 1971: 1 I7Q | Période de Six mois se terminant le 30 juin 
Gross Billings $17,600,000 $18,000,000 Facturation’ brute - 
Commission and Service es Commissions et 
Fees earned 2,564,200 2,634,100 honoraires recus 
Expenses Dépenses 
Salaries 1,600,700 1 048,400 Salaires 
Pension contributions 63,200 - 61,400 Contributions aux plans de retraite 
Depreciation 23,700 31,700 Amortissement | 
Rent, Light and Taxes 207,000 192,000 Location, électricité, taxes 
Other 286,600 311,400 Autres 
2,181,200 2,144,900 
Earnings before Income Taxes, 383,000 489,200 Bénéfices avant impdts sur.le revenu 
Provision for Income Taxes () 191,500 244,600 Provisionpourimpdéts sur le revenu(1) 
Net Earnings 191,500 $244,600 Bénéfices nets 
Net Earnings per Common Share 32¢ 41¢0(2) Bénéfices nets par action ordinaire 


1. Provision.for income taxes estimated at 50%. 


2. Adjusted to reflect earnings per common 
share issued as of April 6, 1970, the date on 


which the Company went public. 


1. Provision pour impéts sur lé revenu évaluée a 50%. 
2. Rectifiés pour refléter les bénéfices par action 
ordinaire émise le 6 avril 1970, date a laquelle 
la compagnie devint publique. 


x — 


) Pie : | , | oe COCKFIELD, BROWN & COMPAGNIE LIMITEE 
Unaudited Statement of Source ; Etat non vérifié de la provenance 
and Application of Funds - et de l'utilisation des fonds 
- Six month period ended June 30 T9714 1970. Période de six rnois se terminant le 30 juin: 
‘Source of Funds Provenance des fonds 
Operations — 9 el Hi Cae XB IOLaOn =o . 
Net earnings for the period $ 191,500 $ 244600 Bénéfices nets pour le semestre 
Add: ; a Plus: 
Charge not requiring an outlay _ Debit ne necessitant pas de 
_ of funds syie dépenses 
Depreciation = 23,900 31,700 Amortissement 
: 215,400 276,300 : 
: rea Emission etVente d’actions 
_ tssue and sale of common shares rok a 292,800 ordinaires 
_ Remboursement de préts aux 
- Repayment of loans to employees — 130,200.55 employés 


$ 215,400 8. 705,300: 


Application of Funds . Utilisation des fonds 
Purchase of furniture and Achat de meubles et 
fixtures sy; $ 13,000 $0,000 ~ d'équipement. 
Paiement pour l'annulation 
_. Payment for cancellation of d’actions privilégiées de 
management preferred shares - — 100 . la direction 
_» Payment of dividends on -Paiement des dividendes des 


~ common shares 193,900 129,800». actions ordinaires 


. Accroissement du fonds de 
Increase in working capital 8,500 565,400 roulement net . - 
$ . 215,400 $ 705,300 


Working capital as at June 30 $ 1,169,000 Sii17 211,100 Fonds de roulement net au 30 juin 


Le premier semestre de 1971 a apporté des 
résultats satisfaisants du point de vue 
exploitation. Tout semble indiquer que le 
record de facturation et les niveaux de profits 
atteints l’'an dernier se maintiendront pendant 
toute l'année 1971. 


La facturation non vérifiée, pour te Satie) 
semestre se terminant le 30 juin 1971, 

s‘éleve a $17,600,000 comparés aux 
$18,000,000 de la période correspondante de 
l‘an dernier. Les revenus se chiffrent a 
$2,564,200 comparés a $2,634,100 en 1970. 
Quant aux bénéfices nets, ils se chiffrent a 
$191,500 ou 32 cents par action. compares aux 
$244,600 ou 41 cents par action de l’an dernier. 


Nous avons payé des dividendes trimestriels 
de 12% cents par action ordinaire, versés 
les 31 mars et 30 juin. Nous espérons 
maintenir ce tarif trimestriel pendant toute - 
l'année. Le paiement au 31 mars d'un 
dividende spécial de 7% cents par action 
était, cette année, une Innovation. 


Les conditions générales que nous men- 
tionnions dans le rapport annuel de 1970, se 
sont continuées pendant le premier semestre 
de 1971. Nous avons modifié les effets 

de'la tendance a l’inflation sur les bénéfices 
nets en exercant un contrdéle des plus 

Stricts sur les cotts. 


L’économie semble maintenant reprendre 
sa marche en avant-et les perspectives de 
progres continu pour Cockfield Brown’ 
s'annoncent bonnes. Une liste de clients 
diversifiés, un personnel hautement qualifié 
et de bonnes ressources financiéres nous 
assurent un-avenir prometteur, 


- LE PRESIDENT 


; enchilet 
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